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EFFECT OF FREIGHT RATES ON 
NORTHWEST ECONOMY 
C. F. ZreEBARTH 


Associate Professor of Business Administration, University of Oregon 


With the third “interim” freight-rate increase grant- 
ed the railroads by the Interstate Commerce Commis- 
sion in Ex Parte 166, effective May 6, 1948, it is esti- 
mated that the total increase in Class I carrier rates 
since June 30, 1946 will average approximately 43 per 
cent.’ 

With respect to the increases granted the carriers 
since September 1947, the Pacific Northwest seems to 
have fared comparatively well. Increases authorized in 
the various rate territories, subject to some modifications, 
were as follows: “Within Eastern Territory, 30 per 
cent; within Southern Territory, 25 per cent; from, to 
and within Zone I of Western Trunk-Line Territory, 
25 per cent; within Western Territory, other than Zone 
I of Western Trunk-line Territory, 20 per cent [in- 
cludes the Pacific Northwest]; interterritorially be- 
tween Southern and Western territories and between 
those territories on the one hand and Eastern Territory 
on the other, 25 per cent.’ 

It should be noted, however, that the record is still 
being held open, the latest increase being an “interim” 
increase. 

Although the increases in the Pacific Northwest are 
smaller than in the other large rate areas, it should not 
be overlooked that the Northwest producers’ transpor- 
tation costs, either on the raw material used in produc- 
tion, or on the movement of finished goods to market, 
or both, have in general been higher than those of pro- 
ducers located in the other large rate territories. The 
great distances to the markets of the East. even though 
the goods shipped are frevuently moved under exceed- 
ingly low commodity races pe: mile, largely explain 
this. The high level of class rates within the Northwest 
tends also to boost the freight bill paid by the producers 
of this region. Moreover, withdrawal by the Commis- 
sion of Fourth Section relief from the north-south rail 
lines along the Pacific Coast as a result of lessened water 
competition has resulted in a substantial addition to the 
freight bill of Northwest producers.* 

Obviously, the transportation-cost element in the sell- 

(Continued on page 4) 


1 Traffic World, Apr. 24, 1948, p. 1281. 

2 Ibid. The petitioning carriers had asked for increases of 41 
per cent in Eastern, 31 per cent in Southern and Western, 41 
per cent interterritorially between any of the territories in- 
volving Eastern, and 31 per cent between the South and West, 
with modifications. 

3 Previously, the railroads had been permitted to charge 
lower rates between the port cities of the Pacific Coast than to 
and from these cities and some of the points lying between 
them. Withdrawal of relief has had the effect of raising the 
rates between the Coast cities. 





RECENT DEVELOPMENTS IN 
MERCHANDISE LABELING 


RicuHaArp D. MILLICAN 


Assistant Professor of Advertising, University of Oregon 


Need for more information about products and their 
use has been growing since depression days. In 1933, 
when purchasing power had dropped 50 per cent below 
1929, a more-careful analysis of monev’s use had to be 
made by the consumer. He was forced to challenge state- 
ments made by producers in their advertising, and to 
make purchasing decisions based on facts rather than 
emotion. 

Organizations developed which tried to give more con- 
sumer information in the form of product analysis. Some 
of these groups, financed under a subscription plan, failed 
to satisfy the needs of the millions of consumers for in- 
formation at the point of purchase. 

In forty key cities the Better Business Bureaus com- 
batted fraudulent advertising and sales practices. Books 
written by Stuart Chase (Your Money's Worth) and Ar- 
thur Kallet (1,000,000 Guinea Pigs) exposed producers’ 
malpractices. Small consumers groups, notably Con- 
sumers’ Union and Consumers’ Research, developed 
about 1935. 

Government intervention took place in the form of 
legislation covering advertising analysis and labeling. As 
early as 1906 we had the Federal Food and Drug Act. In 
1914 the Federal Trade Commission was established to 
regulate competitive practices. 

In 1938 the Federal Food, Drug and Cosmetics Act, 
and the Wheeler-Lea Act were passed to give further 
power to governmental controls. The first of these two 
acts spread into the cosmetic field, and acted as a check 
on labels and package inserts that contained fraudulent 
materiai. The second act was aimed to control publication 
and radio advertising that might be objectionable. 

However, the task of educating the consumer ona mass 
basis had not yet been attempted. The various attempts 
that I have mentioned were concerned primarily with 
half-way preventive measures, or prosecution in the 
event of malpractice. It remained for a definite move- 
ment of consumer and retail groups to establish a com- 
plete reorganization of labeling practices. It was natural 
for these two groups to cooperate, since the retailer has 
a close contact with the consumer, and is most aware of 
his needs. The outgrowth of this movement was the 
National Consumer-Retailer Council. Consumer organi- 
zations represented were the American Home Economics 
Association, the American Association of University 
Women, and the General Federation of Women’s Clubs. 
Retailers’ organizations iycluded the National Retail 
Dry Goods Association, the National Association of 


(Continued on page 2) 
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RECENT DEVELOPMENTS IN 
MERCHANDISE LABELING 


(Continued from page 1) 


Food Chains, the National Shoe Retailers Association, 
and the National Better Business Bureau. The main ob- 
jectives of this organization are to promote the use of in- 
formative labeling, advertising, and salesmanship. 

Informative labeling applies principally to the apparel 
field. The old-type label sewn or attached in some other 
way to the garment gave the name and possibly the ad- 
dress of the manufacturer. In many cases it consisted 
only of a nationally advertised brand or trade name. No 
information was given regarding fiber content, care, 
wearing qualities, or any other features of the merchan- 
dise. It was assumed that this information would be yiven 
ly the salesperson in the process of the sales presentation. 
Ouite often these facts were not forthcoming unless the 
consumer asked for them. 

The chief purpose of the informative label is to supply 
the ultimate consumer with reliable facts about the pro- 
ducts he wishes to purchase. Six important factors must 
be kept in mind in their preparation : 


(1) Selection and Use. Information as to sizes, colors, 
etc. ; also proper methods of using product to insure max- 
imum service. 


(2) Performance. What may be expected in the way 
of service, on the assumption of normal care. 


(3) Simple Label Design. The label so designed that 
it can be easily attached, read, and understood by the con- 
sumer. 


(4) Standardized Terms. A set of words used that will 
apply to all groups of apparel, and that can be understood 
ly the consumer when he reads them. 


(5) Nontechnical Terms. Absence of all technical 
terms used in the industry with which the consumer 
would not be familiar ; conversion of these terms into the 
lavman’s language. 


(60) Label Firmly Attached to the Product. Label at- 
tached m such a way that it can be referred to by the 
consumer for the entire life of the merchandise. 


The average consumer is not educated to the use 
of the informative label. The retailer must first place 
these labels on the merchandise, and then acquaint 
the consumer with their value. These labels tend to 
do the following things for the retailer: 


(1) Reduce merchandise returns. Misrepresentation 
of apparel, often not intentional, causes the return of 
merchandise to the store and results in an additional 
operational cost. 


(2) Increase sales tempo. The informative label will 
vive the consumer information which he can get other- 
wise only by asking the salesperson, at the cost of in- 
creased amount of time per sale. This waste increases 
sales costs. For example, if a label gives the percentage of 
wool and other fibers in the garment, it won’t be neces- 





sary for the salesperson to explain fiber content. The 
label has done this task for him. 


(3) Satisfy customers. The customer feels that the 
store has given him additional information about the 
product. I seriously doubt that any manufacturer, who 
has an excellent product to sell, has the least objection 
to furnishing all the information he can about the pro- 
duct. The more satisfied customers he has, the more busi- 
ness and profits he can make. This same rule applies also 
to the retailer. 


If the informative label can reduce sales costs, the 
retailer should be interested. A recent report on de- 
partment-store sales for 1947 shows that, while vol- 
ume of sales went up ovcr 1946, unit sales are lower 
and profits are lower. Selling costs are going higher. 
The informative label is one effective way to reduce 
selling costs for the retailer, and he should insist on 
this kind of label for all branded merchandise that he 
sells. 

The second kind of labeling change advocated in- 
volves canned goods, primarily in the fruit and vege- 
table lines. This plan would require the establish- 
ment of a series of quality standards, grades, or 
classes for each product. Three qualities, A, B, and C, 
would be assigned to each pack; these would be based 
upon the quality of the fruit on a grading basis, and, 
in the case of fruit, on the kind of syrup used. These 
grades would replace the trade terms, “Fancy,” 
“Choice,” and “Standard,” now used by packers to 
identify brands. Arguments for grade labeling are: 


(1) The customer obtains definite information about 
the product—the number of servings, the sugar content 
of syrup, the number of units in the can, and an accurate 
description of the fruit or vegetables. 


(2) Each grade would be the same for any brand. 


(3) Consumer choice would be simplified; the grade 
would be the deciding factor rather than the brand. 


Arguments against grade labeling are: 


(1) There is no way to set standards. Crops are differ- 
ent each year. Any standard would be set by government 
regulation. 


(2) There would be a tendency to adopt minimum 
standards for each grade. 


(3) Price competition would be eliminated. There 
would be a tendency toward monopoly and restriction of 
consumer choice. 


(4) There is no competitive reason to improve mer- 
chandise. Since all products in each grade would be the 
same, brand preferences would have little meaning in 


buying. 


One other type of label is gaining prominence—the 
descriptive tvpe. There are two kinds, which may be 
called “technical” and “glamorous.” The former is 
used for machinery and equipment. It is largely a la- 
bel of specifications and servicing for the information 
of the user of this kind of merchandise. 

The “glamorous” label is found principally on 
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fashion merchandise. Its advantages are: (1) definite 
information on features of garment; (2) particular 
information for individual consumer; (3) resume of 
fashion elements which were previously unknown. 

Its disadvantages are: (1) seller emphasizes only 
good points of garment; (2) tendency to make label 
a piece of sales promotion based on an emotional ap- 
peal. 

On the basis of these trends in labeling, it is easy to 
see that there is a definite movement towards more 
consumer information. Consumers are going to insist 
upon more facts. In the event of another depression, or 
even a correction in business conditions which might 
lead to a buyer’s market, the pressure would, without a 
doubt, greatly increase because the consumer would be 
more careful in his buying decisions. 

Every manufacturer, wholesaler, or retailer can bene- 
fit from a program of releasing consumer information 
through labeling. This educational process, while much 
slower than legislation, is far more effective because it 
wins an increasing degree of confidence in consumer- 
retailer relations. An insistent demand by retailers that 
all merchandise be effectively labeled is one of the best 
ways to insure further progress, resulting in a greater 
degree of consumer satisfaction and repeat business. 


EFFECT OF FREIGHT RATES ON 
NORTHWEST ECONOMY 


(Continued from page 1) 

ing price of a commodity at destination varies markedly 
with commodities. In this connection, the producers of 
the Pacific Northwest have not enjoyed an enviable po- 
sition. *hratio of freight cost to selling price at des- 
tinati@n is very large on practically all the major prod- 
ucts shipped from this region. The table below reveals 
this condition. 





RELATION OF FREIGHT REVENUE FROM SELECTED 
COMMODITIES AND GROUPS OF COMMODITIES 
TO AVERAGE WHOLESALE PRICE AT DESTINATION, 1930* 
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passenger 





* Bureau of Statistics, Interstate Commerce Commission, Freight 
Revenue and Value of Commodities Transported on Class I Steam Railways 
in the United States, 1930, mimeographed, 1932; adapted from table in D. 
Philip Locklin, Economics of Transportation, 1944, p. 102. 

The figures do not tell the whole story. They rep- 
resent the relationship of carrier revenue to commodity 
value for the United States as a whole. and probably 
understate substantially the relationship on the com- 
modities shipped from the Northwest because of the 
greater-than-average distance to markets that shipments 
from the Northwest must move. 


The rate increases authorized by the Commission 


since June 1946 have, with some exceptions, been of the 
percentage or horizontal variety rather than increases 
of a flat or stated amount per unit of transportation. Ii 
made effective in an unmodified form, percentage in- 
creases tend to seriously disrupt established marketing 
relationships. Assume, for example, that two producers 
located at varying distances from a common market are 
in active competition with each other. Assume further 
that the freight rate from the more-distant producer's 
location to the market is $2.50 per hundred pounds, that 
of the nearer producer, $1.00. Should a horizontal rate 
advance of 40 per cent be instituted, it would increase 
rates of the competitors by $1.00 and 40 cents, respec- 
tively. It will be seen that a cost differential of 60 cents 
per hundred pounds has heen created in favor of the 
nearby producer. 

As stated previously, Pacific Northwest producers’ 
freight costs generally are not onlv high in the absolute 
sense, but are also high in relation to the selling price of 
the goods at destination. This places the Western pro- 
ducer in a vulnerable competitive position when hori- 
zontal rate changes are promulgated. 

Horizontal rate changes disturb established market- 
ing relations in other ways also. They are likely to in- 
crease the spread between freight rates on raw materi- 
als and on the products thereof. This is so because 
freight rates on raw materials are usually lower than on 
the products made from them. In this connection, evi- 
dence seems to indicate that the changing spreads be- 
tween the rates on livestock and fresh meat have at 
times actually influenced the proportions of livestock 
slaughter in the Fast and West.* 

Since less-than-carload freight rates are usually sub- 
stantially higher than carload rates on the same com- 
modities, blanket percentage changes may seriously at- 
fect a wholesaler’s competitive position in situations 
where he is operating under a narrow profit margin. 
Wholesalers operate nationally, regionally, and locally. 
These classes of firms often find themselves in competi- 
tion with each other. The adjustment of freight charges 
on their inbound and outbound shipments largely con- 
ditions the profitability of their operations. Manifestly. 
a horizontal increase in rates will affect most favorably 
the firm whose »roportions of carload to tota! freight 
charges are normally the largest. Contrariwise, the firm 
which must rely most heavily upon less-than-carload 
rates will find itself adversely affected. 

Different rates on the same goods moving in opposite 
directions are frequently encountered. Percentage 
changes in rates in these circumstances will magnify the 
ditferential and may adversely affect the producer oper- 
ating under the higher rate. Carriers serving certain re- 
gions, for example, frequently maintain lower rates on 
selected commodities shipped out of their territories 
than they do on the same commodities shipped in the 
reverse direction. Such a rate policy, of course, is ce- 
signed to stimulate traffic growth within a road’s home 
area. Low-cost producers from the outside may be able 
to invade such “‘protected” regions despite the rate han- 





4L. C. Sorrell, Transportation, Production and Marketing, 
1931, reprinted from Traffic IV orld issues of 1930 and 1931. 
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dicap. A horizontal rate increase. however, will make 
this more difficult to accomplish. 

Glancing through the exhibits presented by represen- 
tatives of the various shipping interests of the North- 
west at the Portland hearings of the Interstate Com- 
merce Commission in Ex Parte 166, one finds pleas 
such as the following: A spokesman for the grain grow- 
ers testified, “We will be closed out of such markets 
by high rates resulting from percentage increases be- 
cause the business there will only pay a small premium 
for our wheat.” A sales manager of a company produc- 
ing lumber, mouldings, box shooks, and specialty cut 
stock says, “The increase requested, if approved, would 
definitely run us out of this business completely when- 
ever acompetitive market is re-established in the box in- 
dustry.” In similar vein, a representative of the soft- 
fruit growers testified: “Many additional markets will 
be lost to us completely and the carriers will be deprived 
of the revenue obtained from this freight movement.’”® 

A spokesman for the plywood and stock door indus- 
tries asked that a maximum increase in cents per hun- 
dred pounds be provided and that the same maxima 
be prescribed on alle ork as on lumber.® This request, 
it will be noticed, favored a rate policy that would en- 
deavor to maintain existing rate relationships on raw 
materials and the products thereof. 

Where an industry is required to pay long-haul 
freight charges on both its raw materials and its finished 
goods, the relationship of total freight cost to selling 
price of the finished goods is greatly magnified. Such a 
condition confronts most of the enterprises in the elec- 
tro-process industry which World War II brought to 
the Pacific Northwest. Testimony, for example, of the 
general traffic manager of the Permanente Metals Cor- 
poration before the Interstate Commerce Commission 
revealed that his company obtains its principal raw ma- 
terial, bauxite, from Dutch Guiana, South America.’ 
He testified further that this material is received at New 
Orleans, Louisiana for transshipment by rail to Baton 
Rouge. The bauxite is there concentrated into alumina 
and moved by rail to the company’s pig-reduction plants 
at Mead and Tacoma, Washington. Upon being con- 
verted into aluminum pig at these plants, it is then 
moved to Trentwood, Washington. The Trentwood 
plant performs the final operation of rolling the metal 
into aluminum sheet. In addition, nearly every other 
important raw material used in the manufacture of 
aluminum originates more than 1,300 miles distant from 
the company’s Pacific Northwest plants. Permanente’s 
traffic manager stated, moreover, that 67 per cent of 
their finished goods, aluminum sheet, was moved from 





5 Statements presented before Portland hearings of the 
I.C.C. in Ex Parte 166, respectively, by Walter Johnson of the 
Washington State Farm Bureau and Washington-Idaho 
Wheat Growers; by C. W. Hornibrook, sales manager of the 
Ewauna Box Company; and by J. Walter Hebert, general 
manager of the Yakima Fruit Growers Association. 

6 Statement presented by Frank P. Borden at the Port- 
land hearings of the I.C.C. for the Douglas Fir Plywood As- 
sociation and some thirteen companies engaged in stock door, 
columns, and other porchwork production. 

7 Mimeographed exhibit of A. P. Heiner, the general traffic 
manager, Permanente Metals Corporation, presented at hearing 
of the Interstate Commerce Commission in Ex Parte 166, at 
Portland, p. 4. 


‘Trentwood during the first ten months of 1947 to mark- 
ets east of the Rocky Mountains, with the great bulk 
going to markets more than 1,800 miles from Trent- 
wood.* 

In contrast to the foregoing are the plant-location 
advantages of the Aluminum Company of America. 
“The source of bauxite for the Aluminum Company of 
America is Surinam, Dutch Guiana, South America. 
The bauxite is moved to Mobile or East St. Louis for 
concentration into alumina. The bulk of the alumina 
from Mobile is shipped by rail to Alcoa, Tennessee 
where integrated aluminum pig reduction plants and 
aluminum sheet rolling mills are located. The sheet from 
Alcoa is moved directly to the nearby eastern markets.’’® 

To operate competitively under a freight-cost handi- 
cap such as that recited, it would appear that Northwest 
aluminum producers would require offsetting advan- 
tages in other phases of their operations. The impor- 
tance of cheap power has restricted the location of 
aluminum plants to points where hydroelectric power 
is available in abundance. Is Northwest power suffi- 
ciently cheap to offset the transportation disadvantages 
indicated ? 

The exhibit of Permanente reveals that its power in 
the Northwest is contracted for at 2.1 mills per kilowatt 
hours, contingent upon a minimum annual consump- 
tion. Should the plant operate below such minimum re- 
quirements, the total power bill would remain constant 
and power cost per pound of aluminum pig would in- 
crease. Alcoa, on the other hand, when operating below 
capacity, uses its own power at an estimated cost of 1.4 
mills per kilowatt hour. It has a supplementary contract 
for electric power from TVA at 3.3 mills per kilowatt 
hour—the weighted average, estimated by Permanente, 
being 2.3 mills per kilowatt hour. 

The Permanente Corporation’s spokesman testified 
further that its freight bill is 50 per cent greater than 
its electric-power bill and that its electric-power rates in 
the Northwest do not compensate for the transportation 
handicap.?° 

It is clear how dependent the aluminum segment of 
the electro-process industries of the Northwest is upon 
a favorable adjustment of transportation rates. As Dean 
Lee of the State College of Washingtor. has expressed 
it: “Because of their distance from raw uiateriais and 
markets, the transportation cost is probably the determin- 
ing factor in this marginal effort to establish the alum- 
inum industry here in the West.” 

Although more than ordinary interest perhaps at- 
taches to the rate adjustment of the aluminum industry 





8 J bid., p. 6. 

® [bid., p. 5. Some of Alcoa’s alumina moves from Mobile 
and East St. Louis to its pig-reduction plant at Vancouver, 
Washington. The aluminum pig is then shipped to its eastern 
rolling mills. The Reynolds Metals Company, the third large 
producer of aluminum, appears to be situated somewhat more 
favorably than Permanente. It uses Arkansas bauxite and 
concentrates the ore to alumina near the mine. Alumina is 
shipped to Troutdale, Oregon, for conversion into aluminum 
pig. The latter material is then transported to the the Rey- 
nolds rolling mills in Chicago. 

10 [bid., pp. 7f. 

11 Statement of Maurice W. Lee, dean, School of Econ- 
omics and Business, State College of Washington, presented 
at hearings of the Interstate Commerce Commission in Ex 
Parte No. 166 at Portland, p. 23. 
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because the solid development of this industry, it is hoped, 
will assist in bring about a more-balanced economy in 
the Northwest, other important industries of this section 
are also deeply concerned with the problem of trans- 
porting their products to distant competitive markets. 

As stated above, unmodified percentage rate increases 
aggregating more than 40 per cent are very likely to dis- 
rupt established marketing relationships. The situation 
is further aggravated for long-haul shippers by the per- 
centage basis of Federal taxation on transportation 
charges. As Commissioner Flagg has pointed out, “A 
carload of Washington apples from Yakima to New 
York has to bear a transportation tax of $21.36 as against 
a transportation tax on a similar carload of South Haven, 
Michigan apples of but $10.68—a tax on our Western 
producer of almost twice as much.’’!? 

During a period of rising prices or when competition 
is not severe, the more-distant producer may be able to 
accommodate himself tolerably well to horizontal rate 
changes.?* With a return to more-normal marketing con- 
ditions, such percentage rate disadvantages are felt most 
acutely because of the fact that producers’ competitive 
relationships become more delicately balanced. In some 
industries, evidence seems to indicate that that stage has 
already been reached. 

The Commission in its Ex Parte 166 decision recog- 
nized that this was both a revenue and a rate case. Reve- 
nue, it was declared by this body, is urgently needed by 
the carriers at this time ““when some expansion and much 
rehabilitation [of plant] are required in the national in- 
terest.”44 The Commission, in explaining the reason for 
the method used to secure the necessary revenue. then 
added: ‘“That remedy must be applied, although we have 
not completed the readjustments of the freight rate 
structure of the country necessitated by the successive 
large increases in basic rates involved in this proceed- 
ing.”’’* It is, therefore, probably safe to conclude that the 
case has been held open to permit such readjustments. 

Realizing that inequities would occur, the western rail- 
roads excepted some sixty-odd commodities from the 
uniform percentage advances which they requested in 
this case. They asked that advances be limited on the ex- 
cepted commodities to specified amounts, stated in cents 
per hundred pounds or per ton. Such maxima operate in 
the following fashion. Assume a ratio of $1.00 per hun- 
dred pounds on a given commodity subject to a maximum 
of 15 cents per hundred and a horizontal rate increase of 
20 per cent. The new rate, under these conditions, could 
not exceed $1.15 per hundred. It will be seen, however, 
that a horizontal increase of 20 per cent would add but 10 





12 Statement of George H. Flagg, public utilities com- 
missioner of the state of Oregon, presented at hearings of the 
Interstate Commerce Commission in Ex Parte 166 at Portland, 


18 The question of who really bears the freight rate (or 
the incidence of freight rates) is frequently a controversia! 
issue. The party who actually pays the expense bill may pass 
the charge on to someone else. Space limitations do not permit 
a full treatment here. Those interested in studying the matter 
further are referred to an article by Professor Henry Trum- 
bower, Journal of Political Economy, June 1925. 

14 Traffic World, Apr. 24, 1948, p. 1282. 

15 [bid. The immediate need of the carriers for funds pre- 
cluded the use of time-consuming investigations into the rate 
requirements of individual firms and industries. 


cents to a rate of 50 cents which might be enjoyed by a 
competitor located nearer the market.?® 

It is clear that the economic health of the Pacific 
Northwest is influenced to a considerable extent by de- 
cisions of the Interstate Commerce Commission in cases 
such as the one here considered. Representatives of in- 
dividual businesses and various business and civic or- 
ganizations have the very important responsibility of in- 
suring that the Commission is accurately informed con- 
cerning the peculiar transportation needs of the region. 





BOOK REVIEW 


Trends in Output and Employment. By George J. Stigler. 
National Bureau of Economic Research, Inc., New 


York, 1947. 59, ix p. $1.00. 


This little book is a refreshing exploration into the 
past, with limited forecasts of the future. Well-grounded 
in facts, it departs significantly from the preoccupation 
with the fear of another depression that has colored 
American and world thinking for the last two decades. 

Of major interest, perhaps, is a certain element of eco- 
nomic philosophy that is suggested throughout. The fol- 
low quotation is indicative of this phase of the book: 
“Rapidity of the growth of total output is, it seems, asso- 
ciated with wide dispersion of trends in individual indus- 
tries. This suggests a concrete sense in which one may 
speak of the clash between security and progress: the 
rapid growth of aggregate output implies the even more 
rapid growth of new and the decline of old industries” 
(page 30). 

In this brief quotation the author calls our attention 
to the fact that we are interested in progress as well as in 
security, that the rapid increase of economic produc- 
tivity frequently, perhaps necessarily, is destructive 
of the values of productive equipment rendered ob- 
solete by new equipment or techniques. 

At another point he pays his respects to the tend- 
ency of various elements of the American public 
to center their attention upon attaining economic 
security. He says, “There is, however, a dangerous 
tendency to talk as if the avoidance of unemploy- 
ment were the only problem of social policv—unem- 
ployment must be avoided ‘at all costs’” ‘pege 45°. 
This comment emphasizes the desirability of attaining 
a high level of economic productivity as well as a high 
level of employment. 

At the outset, in a two-page introduction, the au- 
thor defines “the economic problem” as “ to satisfy 
our wants as fully as possible with the limited 
amount of resources (including knowledge) at our 
disposal.” And then, in explanation, he continues, 
“the success with which the problem is solved by 
our economic system must be appraised .. . by the 
amount in growth of output, by the economy’s abil- 
ity to produce a given output with decreasing 
amounts of our scarce resources, and by its ability to em- 
ploy all our available resources.” 

There follows an only slightly longer summary 





16 It is interesting to note that the Commission in its or- 
der established maxima of specific amounts on various metals, 
including aluminum ore and aluminum metal. 
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in which are given, among other things, indexes of 
output, employment, and output per worker at ten- 
year intervals for the period 1899 through 1939. Dur- 
ing this period, according to the findings, output has 
almost trebled, employment has increased 30 per 
cent, and output per worker has more than doubled. 
But, while employment has doubled in this period, 
hours have been shortened so much that “man- 
hours of employment remained the same” ( page 3). 

These indexes, the author states. are defective in 
two respects: (1) they disregard completely the im- 
provements in quality of products which in some 
respects are even more important than the increases 
in quantity; and (2) they make no allowances for the 
fact th. output is measured at the market. Accord- 
ingly, the great extent to which the market has 
taken over activities formerly supplied by the home 
does not, in reality, constitute an increase in total 
goods and services available for consumption, even 
though it necessarily does produce an increase in 
the index of output. It is the author’s judgment, and 
he gives a certain amount of factual support, that 
the improvements in quality of products more than 
offset in importance the shift of commodities and 
services from the home to the market. If he is right 
in this respect, our increases in output have not 
merely trebled in these decades—they have increased 
by an unmeasurable amount in excess of that. 

The body of the book is divided into three chap- 
ters: one on “Trends in Output.” a second on 
“Trends in Employment,” and a third on “Trends in 
Output per Worker.” Each of these includes tables 
and charts that describe the trends in each of a num- 
ber of industrial or other subdivisions. The statistics 


are all taken from the authoritative compilations of 
the National Bureau for Economic Research. The 
book ends with three pages of “Concluding Observ- 
ations” and three tables of indexes, broken down by 
major industrial divisions, which give annual data 
when available for the period 1899 through 1940. 

The book calls attention to three major elements 
of growth in which business and industrial leaders 
will be interested. These include a marked increase 
in consumers’ durable goods, substantially in excess 
of the general increase of production, and an in- 
crease in food and clothing which approximately 
keeps pace with the average of all industries. The 
third category, for which satisfactory measures are 
not vet available, includes services. It is in this field. 
perhaps, that the greatest expansion has taken place 
and in this field, too, that we find both a tendency 
toward small business and a dearth of statistical in- 
formation. 

In the concluding section, the author refers, 
among other things, to a “pessimistic bias of long- 
term forecasts.” This he explains by the fact that 
current forcasts must depend upon production data 
weighted heavily by the “great industries of the 
day” which “are usually growing slowly or declin- 
ing.” Because progress is dependent more upon new 
industries, which are small at the time forecasts are 
made, forecasters necessarily underestimate their 
influence, with the result that levels of economic 
activity at any particular period in the future are 
likely to be regularly underestimated. 

Paut W. Ev.is 


Associate Professor of Economics 
University of Oregon 





CURRENT BUSINESS TRENDS IN OREGON 


BANK DEBITS 


Number of 
Banks 
Marketing Districts Reporting 


Oregon 87 


Portland (Portland, Hillsboro, Oregon City, etc.) 
Lower Willamette Valley (Salem, McMinnville, ete.)............ 
Upper Willamette Valley (Albany, Corvallis, Eugene, etc.)... 
North oupen Coast (Astoria, Tillamook, etc.) 

Douglas, Coos Bay.............. 
Southern Oregon (Ashland, Medford, Grants Pass) 

Upper Columbia River (The Dalles, Hood River, etc.)......... 
Pendleton area 

Central Oregon (Bend, Prineville, Redmond) 
a egg Falls, Lakeview area 
] 
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Baker, LaGrande area 
Burns, Ontario, Nyssa 
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Debits Debits 
Mar. 1948 


$907,470,519 
567,320,449 


15,790,931 
14,342,198 
27,796,415 
15,742,191 392, 15,176,029 

9,769,002 


Debits 
Mar. 1947 


$832,438,349 


531,504,738 
64,112,612 
74,604,078 
18,654,593 


Mar. 1948 compared with 
Feb. 1948 Mar. 1947 


+12.6% 


Feb. 1948 
$805,591,013 
520,138,624 
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17,390,103 
9,790,446 
23,424,674 


$+4+$+4+++4+4+++4++ 
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MOSAS MIN in 


7,690,352 


to 


BUILDING PERMITS 


New New 
Residential Nonresidential & Repairs 
Mar. 1948 Mar. 1 


$ 31,000 
12,850 
50,400 
13,450 
33,000 

1,208,800 
125,400 
16,800 
38,800 
5,648,125 
204,200 














948 Mar, 1948 


Additions, Alterations 
; Totals Totals 
Mar. 1947 Feb. 1948 


Totals 
Mar. 1948 
200 $ $ 56,60 

0 80,250 ’ 


88,945 
7,274,045 
481,800 


21 other 


Totals 


39,770 
391,550 








$7,814,145 


44,900 
151,850 





$1,852,825 


10,005 
74,175 


"$ 926,412 


94,675 
617,575 





$10,593,382 


72,020 
709,520 





$6,548,792 


$4,530 
531,336 





$4,015,459 





